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obtaining the Commissioner’s auto-
matic consent to a change in method of
accounting (for further guidance, see
Rev. Proc. 2002-9 (2002-1 CB 327) and
§601.601(d)(2)(ii)(b) of this chapter).

(3) Like-kind exchanges and involun-
tary conversions where the tarpayer made
the election under section 168(f)(1) for the
relinquished property—(@i) In general. If
the tangible depreciable property ac-
quired by a taxpayer in a like-kind ex-
change or involuntary conversion (the
replacement property) replaces tan-
gible depreciable property for which
the taxpayer made a valid election
under section 168(f)(1) to exclude it
from the application of MACRS (the re-
linquished property), paragraph (i)(2) of
this section applies to such relin-
quished property and replacement
property for which the time of disposi-
tion and the time of replacement (both
as determined under paragraph (i)(2) of
this section) both occur after February
26, 2007.

(i1) Application of paragraph (i)(2) of
this section to pre-February 26, 2007 like-
kind exchanges and involuntary conver-
sions. If the tangible depreciable prop-
erty acquired by a taxpayer in a like-
kind exchange or involuntary conver-
sion (the replacement property) re-
places tangible depreciable property
for which the taxpayer made a valid
election under section 168(f)(1) to ex-
clude it from the application of
MACRS (the relinquished property),
the taxpayer may apply paragraph
(1)(2) of this section to the relinquished
property and the replacement property
for which the time of disposition, the
time of replacement (both as deter-
mined under paragraph (i)(2) of this
section), or both occur on or before
February 26, 2007. If the taxpayer wants
to apply paragraph (i)(2) of this section
and the taxpayer’s applicable Federal
tax return has been filed on or before
February 26, 2007, the taxpayer must
change its method of accounting for de-
preciation of the replacement property
and relinquished property in accord-
ance with this paragraph (K)(3)(ii) by
following the applicable administrative
procedures issued under §1.446-
1(e)(3)(ii) for obtaining the Commis-
sioner’s automatic consent to a change
in method of accounting (for further
guidance, see Rev. Proc. 2002-9 (2002-1
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CB 327) and §601.601(d)(2)(ii)(b) of this
chapter).

[T.D. 9314, 72 FR 9251, Mar. 1, 2007]

§1.168(1)-7 Accounting for MACRS
property.

(a) In general. A taxpayer may ac-
count for MACRS property (as defined
in §1.168(b)-1(a)(2)) by treating each in-
dividual asset as an account (a ‘‘single
asset account’” or an ‘‘item account’’)
or by combining two or more assets in
a single account (a ‘“‘multiple asset ac-
count” or a ‘‘pool’’). A taxpayer may
establish as many accounts for MACRS
property as the taxpayer wants. This
section does not apply to assets in-
cluded in general asset accounts. For
rules applicable to general asset ac-
counts, see §1.168(i)-1, §1.168(i)-1T, or
Prop. Reg. §1.168(i)-1 (September 19,
2013), as applicable.

(b) Required use of single asset ac-
counts. A taxpayer must account for an
asset in a single asset account if the
taxpayer uses the asset both in a trade
or business (or for the production of in-
come) and in a personal activity, or if
the taxpayer places in service and dis-
poses of the asset during the same tax-
able year. Also, if general asset ac-
count treatment for an asset termi-
nates under §1.168(i)-1T(c)(1)({i)(A),
(e)(3)(iii), (e)(3)(vii), (g), or (h)(2) or
Prop. Reg. §1.168(1)-1(c)(1)({i)(A),
(e)(3)(iii), (e)(3)(vii), (g), or (h)(2) (Sep-
tember 19, 2013), as applicable, the tax-
payer must account for the asset in a
single asset account beginning in the
taxable year in which the general asset
account treatment for the asset termi-
nates. If a taxpayer accounts for an
asset in a multiple asset account or a
pool and the taxpayer disposes of the
asset, the taxpayer must account for
the asset in a single asset account be-
ginning in the taxable year in which
the disposition occurs. See §1.168(i)-
8T(g)(2)(i) or Prop. Reg. §1.168(1)-
8(h)(2)(1) (September 19, 2013), as appli-
cable. If a taxpayer disposes of a com-
ponent of a larger asset and the
unadjusted depreciable basis of the dis-
posed of component is included in the
unadjusted depreciable basis of the
larger asset, the taxpayer must ac-
count for the component in a single
asset account beginning in the taxable
year in which the disposition occurs.
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See Prop. Reg. §1.168(i)-8(g)(3)(i) (Sep-
tember 19, 2013).

(c) Establishment of multiple asset ac-
counts or pools—(1) Assets eligible for
multiple asset accounts or pools. Except
as provided in paragraph (b) of this sec-
tion, assets that are subject to either
the general depreciation system of sec-
tion 168(a) or the alternative deprecia-
tion system of section 168(g) may be ac-
counted for in one or more multiple
asset accounts or pools.

(2) Grouping assets in multiple asset ac-
counts or pools—(i) General rules. Assets
that are eligible to be grouped into a
single multiple asset account or pool
may be divided into more than one
multiple asset account or pool. Each
multiple asset account or pool must in-
clude only assets that—

(A) Have the same applicable depre-
ciation method;

(B) Have the same applicable recov-
ery period;

(C) Have the same applicable conven-
tion; and

(D) Are placed in service by the tax-
payer in the same taxable year.

(ii) Special rules. In addition to the
general rules in paragraph (c)(2)(i) of
this section, the following rules apply
when establishing multiple asset ac-
counts or pools—

(A) Assets subject to the mid-quarter
convention may only be grouped into a
multiple asset account or pool with as-
sets that are placed in service in the
same quarter of the taxable year;

(B) Assets subject to the mid-month
convention may only be grouped into a
multiple asset account or pool with as-
sets that are placed in service in the
same month of the taxable year;

(C) Passenger automobiles for which
the depreciation allowance is limited
under section 280F(a) must be grouped
into a separate multiple asset account
or pool;

(D) Assets not eligible for any addi-
tional first year depreciation deduction
(including assets for which the tax-
payer elected not to deduct the addi-
tional first year depreciation) provided
by, for example, section 168(k) through
(n), 1400L(b), or 1400N(d), must be
grouped into a separate multiple asset
account or pool;

(E) Assets eligible for the additional
first year depreciation deduction may
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only be grouped into a multiple asset
account or pool with assets for which
the taxpayer claimed the same per-
centage of the additional first year de-
preciation (for example, 30 percent, 50
percent, or 100 percent);

(F) Except for passenger automobiles
described in paragraph (c)(2)(ii)(C) of
this section, listed property (as defined
in section 280F(d)(4)) must be grouped
into a separate multiple asset account
or pool;

(G) Assets for which the depreciation
allowance for the placed-in-service
year is not determined by using an op-
tional depreciation table (for further
guidance, see section 8 of Rev. Proc. 87—
57, 1987-2 CB 687, 693 (see §601.601(d)(2)
of this chapter)) must be grouped into
a separate multiple asset account or
pool; and

(H) Mass assets (as defined in
§1.168(1)-8T(b)(2) or Prop. Reg. §1.168(i)-
8(b)(3) (September 19, 2013), as applica-
ble) that are or will be subject to
§1.168(1)-8T(f)(2)(iii) or Prop. Reg.
§1.168(1)-8(g)(2)(iii) (September 19, 2013),
as applicable,(disposed of or converted
mass asset is identified by a mortality
dispersion table) must be grouped into
a separate multiple asset account or
pool.

(d) Cross references. See §1.167(a)-7(c)
for the records to be maintained by a
taxpayer for each account. In addition,
see §1.168(i)-1(1)(3) for the records to be
maintained by a taxpayer for each gen-
eral asset account.

(e) Effective/applicability date—(1) In
general. This section applies to taxable
years beginning on or after January 1,
2014.

(2) Early application of this section. A
taxpayer may choose to apply the pro-
visions of this section to taxable years
beginning on or after January 1, 2012.

(3) Optional application of TD 9564. A
taxpayer may choose to apply §1.168(1)-
7T as contained in TD 9564 (76 FR 81060)
December 27, 2011, to taxable years be-
ginning on or after January 1, 2012, and
before January 1, 2014.

(4) Change in method of accounting. A
change to comply with this section for
depreciable assets placed in service in a
taxable year ending on or after Decem-
ber 30, 2003, is a change in method of
accounting to which the provisions of
section 446(e) and the regulations under
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section 446(e) apply. A taxpayer also
may treat a change to comply with
this section for depreciable assets
placed in service in a taxable year end-
ing before December 30, 2003, as a
change in method of accounting to
which the provisions of section 446(e)
and the regulations under section 446(e)
apply.

[T.D. 9636, 78 FR 57707, Sept. 19, 2013]

§1.168(1)-8T Dispositions of MACRS
property (temporary).

(a) Scope. This section provides rules
applicable to dispositions of MACRS
property (as defined in §1.168(b)-1(a)(2))
or to depreciable property (as defined
in §1.168(b)-1(a)(1)) that would be
MACRS property but for an election
made by the taxpayer either to expense
all or some of the property’s cost under
section 179, 179A, 179B, 179C, 179D, or
1400I(a)(1), or any similar provision, or
to amortize all or some of the prop-
erty’s cost under section 1400I(a)(2) or
any similar provision. Except as pro-
vided in §1.168(i)-1T(e)(iii), this section
does not apply to dispositions of assets
included in a general asset account.
For rules applicable to dispositions of
assets included in a general asset ac-
count, see §1.168(i)-1T(e).

(b) Definitions. For purposes of this
section—

(1) Disposition occurs when ownership
of the asset is transferred or when the
asset is permanently withdrawn from
use either in the taxpayer’s trade or
business or in the production of in-
come. A disposition includes the sale,
exchange, retirement, physical aban-
donment, or destruction of an asset. A
disposition also includes the retire-
ment of a structural component (as de-
fined in §1.48-1(e)(2)) of a building (as
defined in §1.48-1(e)(1)). A disposition
also occurs when an asset is trans-
ferred to a supplies, scrap, or similar
account.

(2) Mass assets is a mass or group of
individual items of depreciable assets—

(i) That are not necessarily homoge-
nous;

(ii) Each of which is minor in value
relative to the total value of the mass
or group;

(iii) Numerous in quantity;

(iv) Usually accounted for only on a
total dollar or quantity basis;
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(v) With respect to which separate
identification is impracticable; and

(vi) Placed in service in the same
taxable year.

(3) Unadjusted depreciable basis of the
multiple asset account or pool is the sum
of the unadjusted depreciable bases (as
defined in §1.168(b)-1(a)(3)) of all assets
included in the multiple asset account
or pool.

(c) Special rules—(1) Manner of disposi-
tion. The manner of disposition (for ex-
ample, normal retirement, abnormal
retirement, ordinary retirement, or ex-
traordinary retirement) is not taken
into account in determining whether a
disposition occurs or gain or loss is rec-
ognized.

(2) Disposition by transfer to a supplies
account. If a taxpayer made an election
under §1.162-3T(d) to treat the cost of
any material and supply as a capital
expenditure subject to the allowance
for depreciation, the taxpayer can dis-
pose of the material and supply by
transferring it to a supplies account
only if the taxpayer has obtained the
consent of the Commissioner to revoke
the §1.162-3T(d) election. See §1.162—
3T(d)(3) for the procedures for revoking
a §1.162-3T(d) election.

(3) Leasehold improvements. This sec-
tion also applies to—

(i) A lessor of leased property that
made an improvement to that property
for the lessee of the property, has a de-
preciable basis in the improvement,
and disposes of the improvement before
or upon the termination of the lease
with the lessee. See section 168(i)(8)(B);
and

(i1) A lessee of leased property that
made an improvement to that prop-
erty, has a depreciable basis in the im-
provement, and disposes of the im-
provement before or upon the termi-
nation of the lease.

(4) Determination of asset disposed of—
(i) In general. For purposes of applying
this section, the facts and cir-
cumstances of each disposition are con-
sidered in determining what is the ap-
propriate asset disposed of. Except as
provided in paragraph (c)(4)(ii) of this
section, the asset for disposition pur-
poses cannot be larger than the unit of
property as determined under §1.263(a)-
3T(e)(2), (e)(3), and (e)(5) or as other-
wise determined in published guidance
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